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PREFACE 



It has been surprising, as a new student of Federal Budget- 
ing, that there is so relatively little readable matter on the 
overall subject. I have been somewhat dumbfounded and confounded 
jby the volume of forms, directives, etc. on Federal Budgeting, to- 
jgether with the mass of information that must be acquired by the 
student before the overall philosophy of formulation begins to 
emerge to view. In spite of all that excellent instructors can do, 
there appears to be a time when the student slows in his progress 
pf learning about the Federal Budget formulation processes, and 
jadvance is made beyond that point only through "getting one’s hands 
dirty" in intimate contact with the procedures and directives, 
poncerning the routines of Federal Budgeting. Here again, in spite 
pf all that excellent instructors can do, the progress is slow, 
(requires time, is laborious, and most surprising of all, there is 
?iot in print, to my knowledge, a single treatise of any kind that 
covers the entire field. There are antiquated bits and pieces, 
and divers odds and ends that are scattered far and wide in various 
journals, etc. 

This paper is an effort to set down in one place, related 
pieces of information to assure comprehension, and further, as a 
possible aid to subsequent students. If ray work can be the "jump- 
Ing-off” point for future expansion by others, one purpose of my 
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effort will have been achieved. By following through some of the 
procedures, we may well appreciate how the various mechanisms, knit 
into a whole, and the underlying philosophy will be delineated. 
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CHAPTER I 

INTRODUCTION - THE MEANINGS OP "BUDGET" 



Although we all "know" what is meant by the word " Budget", 
it is well to refer to several authorities for a basic starting 
point. According to ffilloughby: 

The budget. ..is something much more than a mere estimate of 
revenues and expenditures. It is, or should be, at once a re- 
port, an estimate, and a proposal. It is, or should be, the 
document through which the Chief Executive, as the authority 
responsible for the actual conduct of governmental affairs, 
comes before the fund-raising and fund-granting authority and 
makes full report regarding the manner in which he and his sub- 
ordinates have administered affairs during the last completed 
year; in which he exhibits the present condition of the public 
treasury, and on the basis of such information, sets forth his 
program of work for the year to come and the manner in which 
he proposes that such work shall be financed. The most impor- 
tant feature of a budget is that it shall be comprehensive. It 
must bring together in one consolidated statement all the facts 
regarding the expenditures of a government, past and prospec- 
tive, and the revenues and the financial condition of the 
treasury. 1 Also; 

A budget is the instrument through which the financial 
operations of the government, past and prospective, are corre- 
lated, compared with one another and brought under examination 
at one and the same time. 2 

Buck says that: "Public budgeting is the process by which 

the financial policy of a government, including its monetary 



3-W. F. Willoughby, Principles of Public Administration . 
(Baltimore: The Johns Hopkins Press, 1927) » p".' 436. 

2 W. F. Willoughby, The National Budget System, with 
Suggestions for its Improvement , (Baltimore: The Johns Hopkins 
Press, 1927)5 p. 67. 

1 
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requirements, is formulated, adopted, and carried into effect.”3 
Buck’s own elaboration elsewhere goes on: 

The budget may be said to have three essential elements: 

(1) A financial plan, (2) A procedure for formulating, author- 
izing, executing, and controlling this plan, and (3) Some 
governmental authority responsible for each successive stage 
in this procedure. These elements, in combination, are usually 
called the budget system, sometimes the budgetary process, or 
simply budgeting, while the financial plan itself is known as 
the budget. 4 

At this time, I must emphasize, that we shall look in this 
paper, at only one procedure of one element, ie., formulating the 
budget. And the look that we take will, for the sake of brevity, 
be pretty much Defense Department oriented. Inasmuch as we shall 
take such a miniscule portion under study, let us continue here, 
with additional general background on the overall field: 

Budgets are plans that provide in fiscal terms for work 
to be done and paid for. Budget administration involves the 
organization and procedure whereby the financial aspects of 
governmental programs are given consideration and effect by 
administrators and legislators . 5 And: 

A public budget may be briefly defined as a plan expressing 
in money terms for a definite period the operating program of 
a government and the means of its financing. 6 Further: 



3a. E. Buck, Public Budgeting . (New York: Harper & 
Brothers, 1929), p. 3» 

^A. e. Buck, The Budget in Governments of Today . (New 
York: The MacMillan Co7, 1934) , pp. 46-47. 

^Social Science Research Council, Research in Public 
Budget Administration; an Outline of Suggested Research Tonics . A 
Report Prepared by the Committee on Public Administration, (New 
York: Social Science Research Council, 1941), p. 5. 

^A. D. Manvel, The Philosophy and Essentials of Budgeting . 
U. S. Bureau of the Budget, (Washington: U. S. Bureau of the Budget, 
Typewritten, 1943), p. 3. 
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The budget is an intermixture of many ingredients: a 

statement of expenditures, revenues and debts, a document pre- 
sented by the executive to Congress, a series of legislative 
measures, a political program, an instrument essential to 
democratic government, a tool to enforce economy - as well as 
a planned financial program. 7 

Budgeting is a device for consolidating the various inter- 
ests, objectives, desires and needs of all our citizens into a 
program whereby they may jointly provide for their safety, con- 
venience, and welfare.^ 

Two former, late presidents had to say of the Federal Bud- 
get, "A budget, as I understand it, is the business prospectus of 
the government for a year,*'9 and "The budget of the United States 
Government is a statement that reflects in money terras what the 
government does for the people, and what the people contribute to 
the government ."1° 

I feel that one reason the study of budgeting is such an 
intriguing endeavor, is that the term (as shown above), means so 
many things to so many people. The above definitions are definite- 
ly not the limit of divers ideas - however, I feel that enough 



7h. S. Perloff , Budgetary Symbolism and Fiscal Planning . 
1941 Yearbook of Public Policy, (Cambridge: Public Policy, 1941), 
p. 37. 

%. D. Smith, The Bureau of the Budget . Address before the 
Allegheny College in Pennsylvania, April 11, 1940, (Washington: 

U. S. Bureau of the Budget, Typewritten, 1940), p. 1. 

9u. S. Congress, House, Establishment of a National Budget 
System . Hearings Before Select Committee on the Budget, President 
W. H. Taft, U. S. Congress, House, 66th Cong., 1st Sess., (Wash- 
ington: Government Printing Office, 1919), p. 465* 

-^ The Budget of the United States Government For The Fiscal 
Year Ending June 30. 1941 . (Washington: 1940), p. Mb. 
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breadth and diversity are covered considering the scope of this 
paper. 

For so many experts to have so many appreciations of the 
budget, one would think that the budget had been with us a long 
time, which of course is not the case. Many of our discussions 
introduce us to the "comings’' of the Federal Budget, but what was 
there in use before we had the present budget? When we have become 
used to the budget procedure (as we presently know it), it is diffi- 
cult to comprehend how we got along without it before we had it. 

To understand the present system, then, we must understand the pro- 
ceeding systems, or lack of systems. 



j -<■ W 



CHAPTER II 



THE “OLD" SYSTEM 

Our budgeting history breaks easily into several segments. 
The first covers the period 17^9 to 1909, a rather broad span. 

During that time, budgeting was performed very unsystematically. 
During much of that period, a large number of Congressional com- 
mittees separately prepared the appropriation bills, and there was 
never any unity in the budget. During this period the Secretary of 
the Treasury had to submit to Congress a summary of all the esti- 
mates. However, his influence was small insofar as the numerous 
drafting committees worked directly with such a variety of spending 
agencies. Control of expenditures was likewise unsatisfactory, al- 
though Congress attempted control by several methods, i.e.: 

(1) Lengthy and detailed appropriation texts, (2) Specifications in 
the appropriation acts as to precisely what objects the money could 
be spent for, and (3) Ad hoc Congressional Committees charged with 
investigations of how the budget money was being spent. H 

The beginnings of a more businesslike fiscal atmosphere in 
the Federal Government might be said to have had its birth in the 
New York of 1907 - 1908. At that time, newspaper stories of the 

1^0 . Bakker, The Budget Cycle in Public Finance in the 
United States of America . (The Hague; W. P. Van Stockum & Zoon,1953\ 
pp. 15-1&. 
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rising Ne\v York City tax rate were making news: 

The un-cared for sick and poor, and padded health rolls 
were news. The rapid rise in cost of government and some forts 
thousand obsolete brass fixtures, bought from a friend by a 
retiring officer in the water department, made news.... The 
thought that some one in the public service should be held to 
account for the abuse of the public first come to be a subject 
of daily comment .. .and so it was that in the City of New York 
the people came to talk in terms of administrative re-organi- 
zation and budgets; a budget as a means of holding officers tc 
account; a budget as a means of telling the people beforehand 
what money was wanted for; a budget as a means of planning for 
service needed and locating responsibility for the execution of 
plans; a budget as a community program to be financed. . .this 
was the beginning of a nation-wide campaign. First it took 
hold... in the cities... (thence] to the national government, anc. 
from the national government it took hold on the political 
leadership in the states. 12 

The dilemma in the cities was no less than that found at 

/ 

the national level, according to President Taft’s own words: 

Except in the very early days of the Republic, when Hamil- 
ton, with his wonderful genius, was inaugurating the business 
side of our Government, we never had anything like a proper 
budget. We never had concentrated in one capable body the duty 
of detailed calculation of what is needed to run the government 
for a year and the systematic fixing of the taxation sources 
from which the money needed is to be procured. It is true that 
the general appropriation Committee of the House, until within 
some decades, did have the function of making all the appropri- 
ations for the Government, and it is also true that earlier the 
function of determining the ways and means was united with that 
of fixing the expenditures; but we have never had executive 
responsibility for the preparation of the expense plan of the 
Government, with a suggestion of the means by which it could be 
met. The Executive spends the money... and operates the machine 
ery of government ... is much more intimately associated with the 
facts upon which the cost of government is to be determined. . .is 
better qualified to determine where real economy can be effected 
and where apparent economy would be wasteful.... Never before.., 
has reform of (the existing) ridiculous system been so criti- 
cally important... (what is needed) is (a system} to keep the 
public advised and to. . .eliminate ’’invisible government” .. .with, 
its wastefulness and inefficiency .13 



12p. a. Cleveland and A. E. Buck, The Budget and Responsible 
Government . (New York: The MacMillan Co., 1920) , p.' 2$. 

13 Ibid . . From Introduction by President Taft, pp. xiii-xx. 







. 



T • ..IHSfi* 




7 



Beginning with the year 1909» various attempts were made tc 
reform the budget procedure. These attempts saw fruition in 1921 
as we shall see; this second period may be bracketed by the years 
1909-1921. 

In 1909 > the Sundry Civil Appropriations Act was passed. 
This Act required the President to recommend means to Congress 
whereby the annual expenditure might be kept within the limits of 
the estimated receipts. If the expenditures we re to exceed re- 
ceipts, the President was to recommend to Congress the source of 
funds needed to cover the deficit.^ 

In 1911 » President Taft appointed a Commission on Economy 
and Efficiency on the subject of the need for a National Budget. 
The report of this Commission, submitted in June 1912, touched off 
the prolonged debates in Congress which lasted until 1922.1? 

The Centralization of the budget first came about as a 
result of the initiative of President Taft. He conferred with the 
various Heads of Departments to discuss the different sections of 
the budget estimates, and as a result he had a budget drawn up for 
the fiscal year 1913-1914, which he presented to Congress in 
February, 1913* "But the House of Representatives to which his 
budget was submitted differed from the President as regards poli- 
tical complexion and it laid his budget aside. "1^ 

Another development was the creation by Congress in 1916 

l^Bakker, on. cit ., p. 16. 

1?V. J. Browne, The Control of the Public Budget . (Wash- 
ington: The Public Affairs Press, 1949), p. 74. 

l^Bakker, on. cit .. p. 16. 
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of the Bureau of Efficiency. This independent body made a small 
force of specialists available to the President to study problems 
of administration, organization, and business methods in government, 

Attention during the years of World War I was of course 
directed toward the War effort. After the country had passed World 
War I and government began to consume a "great deal" of money, a 
detailed look at the "old" budget system was in order - whose budg- 
et was it, the Presidents or Congress? 

At that time... the estimates of appropriations to carry on 
the activities of the government were made up independently in 
the various bureaus of the departments.... They [estimates! 
went without revision, by the head of the department, to the 
Treasury.... The Treasury exercised the purely mechanical 
function of assembling the estimates and transmitting them to 
Congress.... [The estimates] were not at any time examined or 
revised by the Chief Executive.... As thus unrevised, and with- 
out coordination between bureaus of a department, or of depart- 
ment v/ith department, or of proposed expenditure with estimated 
revenue, and without any balance sheet, or budget message, or 
proper scheme of summary or comparative tables, they did not 
represent a real financial or budget plan.... They constituted 
instead, bureau- serving material which might be ignored or 
utilized by Congress as it saw fit; and that in effect, there- 
fore, the Legislative Branch, and not the Executive Branch, 
actually prepared, in its appropriation measures, the financial 
plan or budget of the country. Unlike the procedure in any 
other leading country of the world, the Legislative Branch in 
this country both prepared and ratified (enacted) the budget 
pro gram. 17 

The actual handling of the estimates in Congress left much 
to be desired. 

The appropriation bills that constituted the budget program 
were prepared by committees - ten in the House and eight in the 
Senate - working independently of each other and vdthout central- 
ized consideration of the relative merit of the financial 



17p. J. Bailey, Federal Budget System . An Address at 
Harvard Graduate School of Public Administration, October 15, 1937, 
(Washington: U. S. Bureau of the Budget, Typewritten, 1937)? p. 1. 






. 
























9 



proposals.... In neither House was any attempt made to consider 
the various proposals as a single budget plan.1* 

While the Congress actually proposed the budget and ratifiec 
it (as shown above] , the execution was of course a function of 
the executive. But further, so also was audit a function of 
the executive, as the six independent auditors under the partial, 
supervision of the Secretary of the Treasury brought points to 
the attention of the Secretary of the Treasury who ruled on 
these points. 1 Q 

In summary here, it is interesting to note that the Congress 
proposed and ratified the budget; the Executive executed and au- 
dited. 



Under this background, the Taft Commission had had room for 
recommendations. The most important recommendation that had been 
made, in 1912, was: "That the President, as the Constitutional 

Head of the Executive Branch of the government shall each year sub- 
mit to the Congress... a budget. "20 The Commission went to some 
length to explain what was meant by a budget and what the budget 
should contain, i.e.:"...a 'prospectus’ that would contain the 
administrations' 'account of stewardship' as well as its proposals 
for the future!" 2 ! 

The budget should include the following items: 

1. A Budgetary Message « setting forth in brief the signif- 
icance of the proposals to which attention is invited. 

2. A Summary Financial Statement , setting forth in very 
summary form: 

(a) The financial condition. 

(b) A statement .. .of the "general fund". 

(c) An account of Revenues and expenditures 
of the last completed fiscal year. 

(d) A statement showing the effect of past 
financial policy as xxrell as of budget 
proposals on the general fund surplus . 



l^ ibid . 19lbid. , p. 2. 



20 V. J. Browne, op. cit ., p. 75 • 



21 lbid. 
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3. A Summary of Expenditures .. .by objects... 

4 . Summaries of Estimates , setting forth: 

(a) Estimated revenues compared with actual 
revenues for a period of years. 

(b) Estimated expenditures compared with 
actual expenditures for a period of years. 

5* A Summary of Changes in Lav/ [needed for greater 
economy, efficiency and better business practices]] .22 

The striking similarity of the above Commission "blue 
print’ 1 , and the present day budget is most noteworthy. 

The budget system in American government had met substan- 
tial initial success in a number of cities and states, and numer- 
our reform groups pointed out to Congress the advantages of re- 
organization. It was subsequently noted in ensuing discussions 
that Congress took exceptional pains to emphasize not only the fac^ 
that no reorganization would take place without its consent, but 
that Congress would suffer no loss of its authority. 23 

Other recommendations of the Commission were: 

1. That the Secretary of the Treasury be made "the min- 
isterial agent for the President" .. .responsible for collecting 
and harmonizing the estimates before they were presented to th& 
President. . .a new agency was not recommended, but a budget unit 
in the Treasury was suggested. 

2. That detailed accounts of expenditures [from . "Executive 
agencies] ...as well as data or statistics .. .to show results 
obtained and the economy and efficiency of doing government 
work be submitted. 

3. That (departments] institute accounting systems as 
would enable them to consider all details of their operations 
before submitting estimates. 

4 . That the President recommend for the consideration of 
Congress such changes in the form of appropriation bills as 
will enable the government to avail itself of the benefits of 
the exercise of discretion - on the part of the Executive in 
the transaction of current business in order that the Govern- 
ment may do work and accomplish results with economy and 
efficiency and as will fix responsibility for failure so to 



22 ibid ., pp. 75-76. 



23lbid., p. 74. 
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exercise such discretion. 24 

The last proposal would make sense with the calibre of 
persons we now have in responsible positions as Bakker summarized 
in his study of several years before returning to Holland: 



I have remarked that the Bureau of the Budget, the Treasury 
Department, and the General Accounting Office have at their 
disposal officials who are in theory and practice fully equal 
to their task and who may justly be expected to organize and 
direct the functions entrusted to them on scientific lines. I 
was struck by the fact that they were not only industrious and 
capable, but also possessed a deep sense of responsibility .2? 

Delegation of such discretion to the Executive would 
facilitate purchasing and contracting in such a way as to reduce 
waste, costs, and inefficiency. However, such a recommendation 
i clashed with the fear of Congress that it would lose control of the 
budget process. The Commission argued against Congressional fear 
of loss of control as follows: 



■ 



There [are] really two forms of control: Legislative con- 

trol, which determines the general policies and indicates the 
programs which should be developed and followed; and Executive 
control over the administrative agencies which are engaged in 
carrying out the will of the Legislature.... To the extent 
then, that Congress established the details of the program it 
usurped executive control. Under a Congressional style appro- 
priation act, for example, a department might become bound to 
certain purchasing or contractual obligations despite the 
fluctuations in the open market.... The budget has been, 
historically the instrument to impose constitutional limitations 
upon the crown... and a means whereby the government may be kept 
in constant adjustment with the welfare needs of the people; 
a means also whereby the economy and efficiency of administra- 
tion may be regularly brought to test. 26 



Although the Commission report resulted in no immediate 



revision of the system, it was productive of great good in bringing 



to the front a realization of the defects of existing procedure, 



2 4jbid . , pp. 75-77. 2|?Bakker, op. cit ., p. 88. 

26]3rowne, op. cit ., pp. 76-79. 
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in centering attention upon the adoption of a budget system as a 
means by which these defects could be corrected, and in working 
out to a certain extent the technical problems of deriving and 
operating a satisfactory budget system. 27 

And to add more commentory to the "system that used to be": 

Within the past few decades [date of writing, 19171? Eng- 
land, France, Germany, Italy, Japan, Switzerland and several 
other countries have radically reformed their systems of 
finance. The long and historic experience of England has been 
of great and controlling influence in the existing systems of 
those other nations . We alone of all the great countries have 
proceeded in apparent blindness to the experience of the 
civilized world. We are no w handling the vast sum necessary to 
run the government in a way that is amazing to the foreigner 
and preposterous to ourselves. Professor Ford closes his book 
of lectures on the Cost of our National Government with these 
words: "Compared with the exact and minute system of English 

budget control our methods seem like the ignorant and dis- 
orderly practices of barbarians. "28 

This critical examination of the "old system" has been for 
background, and lest in performing the mechanics of our present 
system we become discouraged by the present system, which, in spite 
of its cost, does have utility. 

At this point also, in light of the scathing indictment of 
our previous system by some of the authors cited above, I must 
offer at least some justification of the people only one generation 
ahead of us, and the way in which they "kept shop" in the Federal 



27\f. F. Y/illoughby, The National Budget System with 
Suggestions for its Improvement , (Baltimore: The Johns Hopkins 
•Press, 1927)? p. 23. (Mr. Willoughby was a member of the six-man 
Taft Commission) . 

28c. w. Collins, The National Budget System , (New York: 
The MacMillan Co., 1917)? p &7 "(The Ford Book cited in part is: 
H. J. Ford, The Cost of our National Government: A Study in 
Political Pathology '., '(New York. The Columbia University Press, 
1910 )) . 

I 
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Government. The "tip-off" so to speak, comes in n. 28 above, 
where we learn that many other countries of the world had only re- 
cently overhauled their budget systems. They did it when they had 
to, which is what we were beginning to do, which is what all humans 
do. They do a thing when they feel they have to, not before. We 
were still a young country, and although there we re the "un-cared 
for poor" and other problems, the country had not been forced to 
examine itself and its resources critically. The other nations of 
, the world, all older, had been "around long enough" so that they 
had resource depletion problems and had become aware of them. We 
were still young (still are) , and only when costs began to mount 
enough to hurt, did we feel that we should act. If the waste and 
inefficiency hadn't actually struck at pocketbooks and health, 
some other evidence of our inefficiency would have eventually 
struck home. The old system was not unworkable. We could get by 
as long as we didn't run out of "fuel", i.e. dollars. It was when 
the "fuel" situation started to become critical that we were moved 
to "do something". We "got along", after a fashion, as expressed 
by Mr. Cleveland, Chairman of President Taft's Commission: 

One-hundred and twenty-four years of operation without a 
budget has not developed a means for requiring the Executive 
Branch to submit an annual account of stewardship; we have 
not developed a means for getting before the Legislature and 
the country an accurate statement of financial condition; we 
have not developed a consistent, well-considered plan as a 
guide for the enlargement and adoption of government activities); 
we have not provided a means for coordinating government 
revenues with government expenditures; we have not evolved a 
method whereby the work of the Executive Branch may be corre- 
lated to the end that government may be made an efficient 
instrument of public service.... The demand for greater 
economy has come as a result of public unrest due to the re- 
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cognition of the unfavorable contrast in which our government 
stands when compared with other governments which have made 
use of a budget as a means for getting before the country- 
information as to what has been done and what is proposed each 
year as a basis for financing. In the United States the people 
are each year asked to take a thousand million dollars of stock 
in a public enterprise, the sponsors of which have been in the 
attitude of refusing to tell what the money will be spent for 
and how last year’s contributions were used. 29 

However, it took years to rouse public opinion sufficient^- 
to enable a change. The long existence of the previous system was 
probably due to public indifference, and that in turn was probably 
due to the fact that as late as 1907 ) the government, during peace 
times, paid all its bills, usually had a surplus, and "...didn’t 
collect a five-cent piece in direct internal taxation . ”30 
(Underscoring supplied). It took the ’’tremendous" government defi~ 
cits of World War I with annual government appropriations exceeding 
"...by from six to forty times the average annual appropriations 
made within the decade before the war, "31 to rouse the Nation,. 

Only then, when "something had to be done", as I have held above, 
did public opinion require and accept a National Budget for 
economy through efficiency. 

Now, with this background of what "used to be", let us 
rapidly see how we actually moved into a National Budget - the path 
was tortuous and not without thorns. 



29f. A. Cleveland, How We Have Been Getting Along Without 
A Budget . From the Proceedings of the American Political Science 
Association, (Baltimore: American Political Science Association, 

1912 ), pp. 66-67* 

30jhe Chamber of Commerce Of The United States, The Na - 
tional Budget: Analysis of Accomplishments to Date and Recommenda- 
tions for Further Improvement s (Washington: The Chamber of Commerce 
of the United States, 1922), p . 22 . 

31lbid., p. 23 . 



CHAPTER III 

MOVING INTO A NATIONAL BUDGET SYSTEM 

A firm step was taken in October, 1910, when an appropria- 
tion was made to President Taft, ’’...to enable the President to 
inquire more effectually into the methods of transacting public 
business . . .Y/ith a view to inaugurating new or changing old methods 
...so as to attain greater economy and efficience therein. "3 2 

The Secretary to the President, Hon. Charles D. Norton, 
organized a preliminary inquiry, and it was thereupon thought that 
the investigation of methods should look toward more efficient 
'’planning", and a more efficient execution of plans. Thus, one of 
the first subjects taken in hand was the making of estimates and 
appropriations .33 

On March 8, 1911, the Presidents Commission on Efficiency 
and Economy was organized to take over the work begun under Mr. 
Norton. On June 19, 1912, the Commission submitted its report to 

32p. A. Cleveland, The Presidents Commission on Economy 
and Efficiency . From a paper read before the Academy of Political 
Science in the City of New York, October 26, 1912, (New York: 

.The Academy of Political Science, 1912), p. 2. 

33f. A. Cleveland, "The Budget As A Means Of Locating 
Responsibility For Waste And Inefficiency," Proceedings Of The 
Academy Of Political Science . Ill, No. 2 (1912) , 3. 

15 
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the President. The report was transmitted to Congress on June 27? 
1912.34 35 

One recommendation of the commission, as seen above, was 
for a National Budget. Accordingly on July 10, the President 
addressed a letter to each department head announcing his desire tc 
send to Congress a budget patterned along the lines of the Commis- 
sion recommendation. He accordingly asked for two sets of estimates, 
one in the form usually submitted, and one in the pattern suggested 
by the Commission report. 3& one part of this request of the pres- 
ident, was for concrete data that would show the exact condition of 
appropriations on June 30, 1911? and again for June 30, 1912: 

So far as was known, this was the first time in the history 
of the government that such a statement was asked for.... Con- 
gress had never suggested it; the Executive had not called for 
it; the Department of the Treasury had not thought it was 
desirable. . .it was found that after six months had elapsed that 
few offices could comply with the request without incurring an 
expense that would be prohibitive. .. [thereupon}. . .(it was re- 
quested] ...that insofar as accurate information might be re- 
ported from the accounts, this should be sent in as a statement 
of fact; (the remainder] ...should be estimated and returned as 
the best guess of the officer in charge. 37 

Congress took note of both the President's transmission of 
the Commission Report and his request to Department Heads, by 



34 -ibid . , p. 4. 

35u. S. Congress, House. The Need For a National Budget 
Transmitted to Congress by Special Message of The President s 
June 27. 1912 . House Document 854, 62nd Cong. 2nd Sess. (Washington 
Government Printing Office, 1912). 

36develand, “The Budget As A Means of Locating Responsi- 
bility For Waste And Inefficiency,” on. cit ., p. 4. 

37cieveland, "How We Have Been Getting Along Without A 
Budget,” op. cit., pp. 50-54. 
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inserting into the revised draft of the Legislative, Judicial and 
Executive Appropriation Bill (the first bill having been vetoed), 
the follov/ing: "Sec. 9 That until otherwise provided by law, the 
regular annual estimates of appropriations for expenses of the 
government of the United States shall be prepared and submitted to 
Congress. . .only in the form and at the time now required by lav/, 
and in no ether form and at no other time. "38 Section 9 was ex- 
plained by the Chairman on Appropriations on the floor of the House: 

It was believed. . .that it would not be wise for Congress to 
abdicate, even by implication, its prerogative in this matter. 

A message from the President has already laid before Congress 
a very full and luminous exposition of the proposed "National 
Budget" and until it could be determined by careful and delib- 
erate study of the scheme whether it should be accepted and 
adopted, it was not deemed wise or provident to have, as indi- 
cated in the public press, the time and energies of large 
numbers of the most capable persons in the several branches of 
the public service diverted to transforming the entire estimates 
for the next fiscal year into this new and unauthorized plan of 
a so-called National^Budget, to the neglect of their ordinary 
and pressing duties. 39 

It is clear that Congress had its own ideas on fiscal 
matters. However, the President said: 

It is entirely competent for the President to submit a budg- 
et, and Congress cannot forbid or prevent it. It is quite with- 
in his duty and power to have prepared and to submit to Congress 
and the country a statement of resources, obligations, revenues, 
expenditures, and estimates in the form he deems advisable. 

And this power I propose to exercise.... Therefore, my instruc- 
tion jto department heads] is to print and send to Congress the 
forms of estimates required by it of officers, without delay; 
also to have sent to me the information asked for in my letter 
of July 10, 1912. This will be made the basis for revie?;, and 
revision, and summary statement in the form of a budget with 



3^cieveland, "The Budget as a Means of Locating Responsi 
bility for Waste and Inefficiency," op. cit ., pp. 4-5. 

3 9ibid .. p. 5- 
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supporting documents which may be sent to Congress [by the 
President] by special message, as the proposal of the adminis- 
tration. 40 

When the first President’s Budget was received by the House 
in the election year, the House (controlled by the opposition party! 
remained aloof to the suggest ion. 41 

As previously held herein, the 1911, 1912 movements were 
only the beginning - for a National Budget. We were able to fumble 
along even through World War I with the old system because, like a 
child sitting under an apple tree in October with unlimited apples, 
there was no scarcity of apples. As far as we looked there were 
unlimited resources. And like the same child in February, when the 
last few apples were disappearing from the apple barrel in the at- 
tic, we decided to plan better in the future by less waste of 
apples in the fall and more prudent use of them between harvests. 
Except with the case of the National Government, we don’t have an 
annual harvest. Really, we have the resources originally given us 
and no more, to "make do" for all time. With us, the "pinch" came 
with the shock of a National Debt resulting from World War I, and 
the increased range of Federal activities, and the increased cost 
of operations of every description. Between the time of President 
Taft’s accomplishments and World War I, the Institute for Govern- 
ment Research, a private organization in Washington, "carried the 
load" of keeping before the public and Congress the need for a 

40 lbid . , pp. 5-6. 

41e. E. Naylor, The Federal Budget System in Operation . 
(Washington: Columbus University, 1941), pp. 24-25. 
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National budget system. 4-2 

When the "time was ripe", Representative J. W. Good, Chair- 
man of the House Committee on Appropriations and Senator Mill 
McCormick introduced bills for committees to study a National Budg* 
et system. 43 In each House, committees were appointed and went to 
work in the fall of 1919. Senator McCormick and Representative 
Good bore the brunt of the struggle to secure a National Budget 
system. The House Select Committee on the Budget, composed of 12 
members, and the Senate Committee, both held extensive hearings, 
and heard from a great many witnesses. Willoughby said: 

The fundamental principle at issue is that of establishing 
definite responsibility upon some office of the government for 
the formulation of a budget; that is, a general financial and 
work program. It seems to me that there can be no doubt that 
that responsibility must necessarily be placed upon the 
President .. .he is not only the only officer of the Executive 
that is elected. . .but is the only officer who Represents the 
government as a whole as opposed to the parts. ^ 

Whereas the speaker of the House, "Uncle Joe" Cannon said: 

When we create a budget commission we should keep it in 
Congress and as far as possible in the House .. .which is direct- 
ly responsible to the people on the basis of population. . . . The 
electorate will continue to hold the Representatives respon- 
sible for the budget, whatever power they surrender to the 
Executive. The heads of the departments want to make the budg- 
et of expenditures and compel Congress to levy taxes according 
to their plans for expenditure. The Pharohs . , .and Czars [had 
that kindj of a system. It was not the system embodied in the 



^Ibid., p. 26. 

43Anon., A Brief History of the National Budget and 
Accounting System , ^ Twashing'ton U. S. Bureau of the Budget Library, 
Typewritten, 1926 , ca.), p. 1. 

^U. S. Congress, House, Hearings Before the Select 
Committee on the Budget . U. S. Congress, House, 66th Cong., 1st 
Sess., (Washington: Government Printing Office, 1919) > PP. 78-79. 
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American Constitution.^ 



And Representative Garner of Texas said on the House floor: 

It has been said by the gentleman from Illinois (Mr. Denison) 
that the executive budgetary man is probably an inferior office] 
...but let me say he is the President's man... he will be able to 
look at the Secretary of the Treasury and say, "You will cut out 
this expenditure." [And the Secretary may sayj "Who is this 
speaking to me?" [To which the answer is] , "It is the repre- 
sentative of the President of the United States himself. 5 

Although the opinions varied greatly, there was in fact a 
surprising degree of unanimity. Mr. L. F. Lorce, of the Delaware 
and Hudson Railroad Company, stated the major budget operations 



most aptly as being, "Preparation, ratification, execution and 
audit. The majority of witnesses favored preparation under the 
President and presentation to Congress by the President; a minority 



favored preparation by the Secretary of the Treasury. On this 
latter point, Ex-President Taft held: 



When one- third of the expenditures of the government are 
to be through the Treasury itself, the expenses of that depart- 
ment should be passed upon by a higher power. Under the Good 
House bill therefore ... [which} gives the President an unusually 
effective method [his own Budget Bureau} of keeping watch on 
the departments and of stimulating the heads of the various 
departments to greater detailed care in the saving of public 
money... the budget will necessarily contain recommendations 
involving high and important governmental policies, and it is 
right that the Administration should be directly responsible 
for such recommendations.... Supporters of the Senate Bill 
[which placed the Budget Bureau in the Treasury] object that 
the President has not the time to [exercise a pruning and 
limiting power over the budget].... I venture, in the light of 



4 ^J. G. Cannon, The National Budget , (Washington: Govern- 
ment Printing Office, 1919), p. 28. 

4 ^F. Mor stein Marx, "The Bureau of the Budget: Its Evolu- 
tion and Present Role," The American Political Science Review , 
(August, 194-5), p. 664. 

^Anon., A Brief History of the National Budget and 
Accounting System , op. cit . 
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experience I have had, to differ radically with this latter 
view. The preparation of the budget is going to be one of the 
most important functions that the whole Administration 
performs .48 

The hearings were concluded on October 4, 1919, and a bill 
along the general lines of Representative Good’s original bill, 
specifying a National Budget system and an independent audit of 
government accounts, was adopted by the House on October 21, 1919 
by a vote of 285 to 3. Congress then adjourned, but when it re- 
convened in December, 1919, the Senate held short hearings (because 
the House had held such extensive hearings), considered the bill in 
executive session until April 13* 1920, whereupon it substituted 
the Senate bill (Budget Bureau in the Treasury) for the House bill 
and sent the bill to the President. The version which came to 
President Wilson, was questioned by him on a constitutional facet 
as to whether the President should have the power to remove a 
Comptroller General appointed by him ’’with the advice and consent" 
of the Senate. President Wilson vetoed the bill on June 4, 1920. 
Congress adjourned the next day and nothing was done during the 
short session of Congress in December, 1920.49 

When Congress met again on April 11, 1921, Mr. Good re- 
introduced his bill, with the Budget Bureau under the President. 

A few days later Senator McCormick reintroduced his bill without 
modification. The Senate bill was posted first, went to the House, 
was succeeded by the House bill. Conferences followed. In the 

48f, a. Cleveland and A. E. Buck, op. cit. , pp. xvi-xvii. 

49Anon., A Brief History of the National Budget and 
Accounting System , op. cit .« p. 4. 
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final bill readied for the President, the Budget Bureau was in the 
Treasury Department, a General Accounting Office was established, 
the Comptroller of the Treasury and his six auditors were done away 
with, and the budget system was established. On June 10, 1921, 
President Harding signed the bill, to become the Budget and Account 
ing Act of 1921. It is noteworthy that the new bill did not 
eliminate the feature concerning removal of the Comptroller General 
on the basis of which President Wilson had vetoed the previous 
bill. ° However, a subsequent Supreme Court Decision has sustained 
the right of the President to remove an officer that had been 
appointed by him with the advice and consent of the Senate. 



Pertinent to the foregoing evolution is the following: 

In terms of legal clauses alone, the Budget and Accounting 
Act did little more than elaborate and systematize earlier 
legislation. But this legislation was so widely scattered 
that it invited executive laxity, and even stumped the experts 
What is more important, it failed to provide for dependable 
budget machinery. The outstanding feature of the new law lay 
in the fact that it supplied the Chief Executive with the 
services of a staff agency, the Bureau of the Budget, headed 
by an officer of his choice. 52 

It is notable that the first Director of the Bureau of the 
Budget was a most forceful individual, Mr. Charles G. Dawes. The 



light in which he envisioned the Bureau was comparable to his 

abilities; as Mr. Dawes expressed it: 

One must remember that the Bureau of the Budget is con- 
cerned only with the humbler and routine business of govern- 
ment. Unlike cabinet officers, it is concerned with no 

^° Ibid . . p. 5. 

^ Meyers v. United States , 272 U. S. 52. 

B2 

J Morstein Marx, The American Political Science Review . 
(August, 194-5 ) , op. cit .. p. 6^6. 



; 

»T« -iJ* 

■ 

♦ ► . «.*i *«*i •' »« • 

. 

— i--- n i a ,y 



23 

questions of policy, save that of economy and efficiency. No 
cabinet officer on the bridge with the President, advising as 
to what direction the ship of state should sail... will pro- 
perly serve the captain of the ship or its passengers, the 
public, if he resents the call of the Director of the Budget 
from the stoke hole, put there by the captain to see that coal 
is not wasted. ?3 And further he said: 

This is a first stage... of gathering information; ...to 
gather information for Cthe President's] uses.... I am glad to 
say ^regarding this gathering of information] .. .that the 
Secretary of the Treasury walked upstairs to my office - one 
of his subordinate bureau chiefs - because he regarded it as 
necessary in connection with a call from me for information 
needed by the President. .. that will be an historic walk in 
the annals of the Bureau. ?4 

Although the vigor of succeeding Directors of the Budget 
Bureau had varied, the President's Budget Agency has generally 
"held its own" and grown in stature: 

. . .A central budget agency should be located organization- 
ally and physically so as to serve... the Chief Executive in 
his function of policy decision and program coordination... 
fwithout] substituting its decisions for those of the executive 
and it should at all times act only in his name... in the main 
streams of budgetary determination, because the budget itself 
is an instrument of planning, management and control.?? 



?3c. G. Dawes, The First Year of the Budget of the 
United States . (New York:" Harper and Brothers, 1923), p.' xi. 

foibid .. pp. 9-10. 

??s. M. Rosen, Some Special Problems of Budget Agencies . 
(Washington: U. S. Bureau of the Budget, Unpublished Mimeographed 
Paper, 1951> £a.), P* 5» 



CHAPTER 17 

THE EARLY YEARS OP THE NATIONAL BUDGET SYSTEM 

If we are to fully comprehend the National Budget system, 
we may not excape learning a great deal about the Bureau of the 
Budget. In fact one article, entitled The Bureau of the Budget : 
Its Evolution and Present Role , 5 & holds somewhat to the theme 
that the history of the Bureau is the history of budgeting. How- 
ever, the budget process we have just seen born, is not quite the 
process we live with today. But rather than jump forward to the 
present day system, we shall follow the developments, in a leisure- 
ly, yet abbreviated manner. 

Although the budget bureau started off strongly enough 
under Mr. Dawes, he rightly concentrated: (1) on getting off 
organizationally to a good start, and (2) on economy and efficien- 
cy. Up until 1939 the Bureau had a staff of less than 50 persons 
and it leaned away from its responsibilities in the field of 
administrative management. 57 

On June 29 » 1921, Mr. Dawes issued Budget Circular No. 1 
in which he set forth several fundamental ideas: 

5%orstein Marx, on. cit . 

57 c. E. Glassen, Evolution of Federal Budget Administra - 
tion Through Statutory Enactments. Executive Orders and Adminis - 
trative Implementation Prom 1921 to 19 50 . Department of the Army, 
Comptroller of the Army, (Washington: Department of the Army, 1953)} 
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